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FEDERAL TRADE COMMISSION
A three year authorization bill for the Federal Trade Commission (FTC) , S. 1714,
was unanimously approved by the Senate Commerce, Science, and Transportation
Committee in a vote on 8/2/83. In a press release from the office of the
Committee Chairman, Sen. Robert Packwood (R-OR) , S. 1714 was described as
a bill "that contains compromises on the agency’s jurisdiction over the
professions, advertising, and agricultural cooperatives. Under S. 1714,
introduced by Sen. Packwood on 7/29/83, the FTC would be (1) prohibited
from pre-empting state laws that: establish training, education, or exper
ience requirements for licensing professionals, and (2) establish permissable
tasks or duties that professionals may perform based on specialized training
or education. The section on "professionals" also codifies the "state action"
doctrine limiting FTC antitrust authority when the method of competition is
regulated by a state. This bill also authorizes the following amounts to be
appropriated for the FTC: $69.9 million for FY 1984; $71.1 million for 1985;
and, $72.4 million for FY 1986. S. 1714 is scheduled to be considered by
the entire Senate after the August recess. At least two members of this
Committee are in favor of increased exemptions for the legal profession, based
on the theory that attorneys are closely regulated by the states and that
attorneys are "officers of the court." A floor amendment to this effect is
anticipated. The companion FTC authorization bill in the House of Represen
tatives, H.R. 2970, was reported out of the Energy and Commerce Committee on
5/12/83. It is currently awaiting consideration by the full House. Rep.
Sam B. Hall Jr. (D-TX) is expected to introduce a floor amendment to H.R. 2970
exempting attorneys from FTC jurisdiction where "current acts or practices of
attorneys are effectively regulated by states." The House of Delegates of the
American Bar Association meeting in Atlanta on 8/2/83, approved a resolution
offered by the State Bar of Texas which contained a recommendation for broader
exemption for attorneys from FTC jurisdiction.
SECURITIES AND EXCHANGE COMMISSION
The Commission agreed, on 8/4/83, to impose a moratorium that will prohibit
companies that are going public from capitalizing the internal costs
of developing computer software for sale or lease or otherwise marketed
to others. The decision, under Rules 3 through 21 of Regulation S-X and
Item 21 (j) of Form S-18 would prohibit the capitalizing of internal soft
ware development costs unless the practice had been disclosed prior to
4/14/83. Through this action the SEC would also prohibit publicly held
companies that are currently expensing costs for software development from
switching methods and capitalizing those costs. The SEC would not stop
companies that are currently capitalizing internal software expenses from
continuing the practice. Those companies will have to disclose the effect
of not expensing all such internal software costs as incurred. The mora
torium is retroactive to 4/14/83, and will continue in effect until the
Financial Accounting Standards Board issues an accounting standard on the
issue.
SMALL BUSINESS ADMINISTRATION
Henry T. Wilfong, Jr., CPA, of Henry T. Wilfong and Company, Los Angeles, C A ,
has been selected to direct the U.S. Small Business Administration's
Minority Business Development/Capital Ownership Development programs. Ac
cording to an announcement made by SBA Administrator James C. Sanders, Mr.
Wilfong will assume his duties as Associate Administrator late next month.
In announcing the selection, Sanders said: "Henry Wilfong's long and im
pressive business experience, his community service, his familiarity and
expertise with minority economic development and his firm's participation
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SBA. He will be a great asset to all of us at the agency, to the minority
small business community, and, indeed, to all small business." Mr. Wilfong
has been an AICPA member since 1974.
SPECIAL:

AICPA SUBMITS COMMENTS ON PRACTICE BEFORE THE TAX COURT

Elimination of further admissions of CPAs to practice before the U.S, Tax
Court was opposed by the AICPA in testimony submitted to Congress as
"another step towards conferring a legislatively advantaged position on a
law firm tax practice as against CPA firm tax practice." In comments
directed at a provision in H.R. 3475, the "Tax Law Simplification and Im
provement Act of 1983," The AICPA argued against elimination of CPA client
representation in this area as "an unnecessarily harsh solution to the
perceived administrative problems and expense of the Tax Court examination."
As alternative approaches to the Court’s stated concern over excessive
examination costs when related bo results, the AICPA suggested holding
the examination every three or four years instead of annually; eliminating
the exam if CPAs can practice before the Court if associated with an
attorney admitted to practice before the Court; and, increasing the examina
tion fee to cover more of the cost. Full Ways and Means Committee hearings
are anticipated in September.
SPECIAL:

BILL TO SIMPLIFY ACRS INTRODUCED IN SENATE

A bill to simplify the accelerated cost recovery system was recently introduced
under a bipartisan proposal by eight members of the Senate Finance Committee.
The bill, S. 1758, would change the current asset-by-asset accounting system
to an open-ended system that the sponsors said would be easier to use. In
introducing the bill, Sen. Lloyd Bentsen (D-TX) said that the basic concepts
of the ACRS system, rapid acceleration of deductions and fixes, audit-proof
recovery periods are retained. He added, "The bill is a simplification pro
ject. The open-ended account system will be particularly beneficial for
small businesses. It is similar to the system in Canada and is strongly
recommended by the American Institute of CPAs." Among the co-sponsors of the
bill are Senators Steven Syirms (R-ID), Bill Bradley (D-NJ) , Charles Grassley
(R-IA) , George Mitchell (D-ME), Dave Durrenberger (R-MN) and Max Baucus (D-MT)

SPECIAL:

AICPA TESTIFIES ON TAX TREATMENT OF FRINGE BENEFITS

Legislation intended to establish permanent rules for the taxation of fringe
benefits, HR.R 3525, was favorably received in principle with specific
recommendations by tax practitioners at an 8/1/83 hearing before the Ways
and Means Subcommittee on Select Revenue Measures. Speaking on behalf of
the AICPA's Federal Tax Division, Michael Walker noted, "the legislation
should codify long standing practices of excluding certain currently nontaxed benefits, especially in the so-called 'mass benefits' area. To do
otherwise would promote instant unacceptability, disregard and distaste of
the taxing system, as well as some upheaval and unrest in certain segments
of the economy." Specifically, the AICPA believes that fringe benefit
legislation, "should exclude from taxation only those mass benefit perquisites
which are: provided on a nondiscriminatory basis; provided at no substantial

additional cost to the employer; and, provided in the normal course of the
employer's business. Other fringe benefits should also be excluded if they
are job related or provided as an incident to the employer's working condi
tions. Finally, administrative feasibility should be observed with the
inclusion of a de minimis provision to exclude insignificant benefits."
Others offering support for H.R. 3525 included the American Bar Association,
Price Waterhouse, and Touche Ross & Co. According to a Treasury spokesman,
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policy officials are studying the proposal and plan to submit views for the
hearing record in the near future. Additional hearings on the subject are
anticipated, but are not yet scheduled.
SPECIAL;

AICPA TESTIFIES ON INDEXING BEFORE SENATE SUBCOMMITTEE

Speaking on behalf of the American Institute of CPAs at an 8/1/83 Senate
Finance Subcommittee on Taxation and Debt Management hearing, Herbert J.
Lerner noted the AICPA's general support of legislation intended to index
the basis of certain assets, S. 1600. Introduced by Sen. William Armstrong
(R-CO), S. 1600 provides for the indexation of the basis of assets to
minimize the impact of inflation on the tax system. This measure, coupled
with the 1985 indexation of tax rates, the zero bracket amount, and personal
exemptions represents an important step toward comprehensive indexation and
resulting greater equity, according to Mr. Lerner. Opponents of the legis
lation have argued that indexation of basis is not necessary because of the
60 percent exclusion of long term capital gains from taxable income. The
Institute, however, believes that the current exclusion is neither an equi
table nor an adequate method of compensating for inflation. Despite the ex
clusion, taxpayers who have suffered real economic loss often are subject to
tax on the sale of an asset. It should be recognized that indexing need
not be complex. The unadjusted basis of each asset would be multiplied by
a factor which would establish the newly calculated indexed basis to be used
for determining gain or loss on disposition. Index factors could be deter
mined on an annual, rather than quarterly basis in the interest of tax sim
plification. Additionally, Mr. Lerner stated that although not included in
the legislation,"indexation also should apply to tangible personal property
and to the basis of assets for calculating depreciation."

For additional information, please contact Jim Kovakas, Gina Rosasco,
Nick Nichols or Kathee Baker at 202/872-8190.
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